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Note: Afghan statistics are very unreliable and figures used in this table 
may not coincide with past reports due to use of different sources. All 
values are in U.S. dollars unless otherwise stated. The 1975 free exchange 
rate was fairly stable, averaging Afs. 57 = US $1. The official rate of 
Afs. 45.30 = US $1 is used for external debt installments and other official 
settlements. 


Afghan (Islamic) calendar year begins March 21. Used except where Western 
Calendar year indicated. 


TTEM 1351 1352 1353 


1972/73 1973/74 1974/75 Change 
INCOME, PRODUCTION, EMPLOYMENT 


GNP at Constant (1971/72) Market 

Prices (Afs Bn) 1/ 63.8 65.3 66.9 42.5% 
Per Capita GNP at 

Constant Prices 1/ 2/ 3488 3473 3479 0 


Plant and Equipment EY, N/A N/A N/A 
Indices: Base Year = 100 


Agricultural Production 1/ 

(1970 = 100) 119 N/A N/A 
Industrial Production 1/ 

(1966/67 = 100) 114 114 N/A 
Avg. Labor Productivity N/A N/A N/A 
Avg. Industrial Wage N/A N/A N/A 
Personal Income _N/A N/A N/A 


Employment/Avg. Unemployment Rate N/A N/A N/A 


MONEY AND PRICES 
Money Supply/Afs Million tT 9,531 11,002 12,107 +10% 


oO pp 
External Public Debt Outstanding 3/ N/A 727 N/A 


Interest Rates N/A N/A N/A 
National Price Index All Items 
(1970 = 100) J/ 128 118 135 


BALANCE OF PAYMENTS AND TRADE 
Gold & Foreign Exchange Reserves LY, 60.96 67.75 70 


Balance of Payments ©/ “2.2 +14,9 +12,8 
Balance of Trade (Commercial Only) 7/ +28.3 +31.5 +38.1 


Exports FOB LY, 124.5 159.1 208.6 
U.S. Share (Commercial Only) 7/ 2% 1% N/A 


Imports CIF 5/ (Commercial Only) 96.2 127.6 170.5 
U.S. Share (Commercial Only) 7, 3% 5% N/A 





NOTES FOR KEY ECONOMIC INDICATORS 


Source: Asian Development Bank 


Based on official population estimate of about 19 million in 1975. 
Other estimates give a much smaller population total. 


Private industrial investment is estimated at $15 million. No 
estimates are available for public enterprise plants. 


Minimum wage law calls for minimum of Afs 900 ($15) a month for 
lowest levels. Average wage for skilled workers is $50-$90 
per month, 

See Table V for additional detail. 


Source: International Monetary Fund 


Source: Ministry of Commerce. 
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SUMMARY 


Afghanistan enjoyed a fairly good year in 1975 but is worried about 

a possible water shortage and decline in agricultural production in 
1976. Fiscal indicators such as government revenues and balance 

of payments were favorable and inflation has been held to a reasonable 
level. 


However, little progress has been made in charting a course for the 
economic development of the country. In particular this lack has 
impacted on the private sector which has been and remains in a state 
of stagnation. 


The principal opportunites for U.S. business in Afghanistan are 
governaent contracts for new infrastructure projects financed by the 
oil producing countries, international agencies and other international 
donors. The government has begun to utilize new assistance offers 

from the oil-producing countries which could amount to over $1 billion 
in the next decade. 


There are limited opportunities for U.S. investment in Afghanistan 
but these opportunities are circumscribed until the government 
enunciates the role of the private sector more clearly. 





CURRENT ECONOMIC SITUATION AND TRENDS 
Current Economic Conditions 


Afghanistan enjoyed a fairly good year in 1975. Economic factors 
were generally favorable although indicative of a country progressing 
at very modest rates. 


Agriculture is the key sector of the economy, employing about 85 
percent of the population and contributing about 50 percent of GDP. 
Fluctuations in agricultural output and world prices for agricultural 
products are major factors for the economic well-being of Afghanistan. 
Production of most agricultural products, increased 
slightly in the 1975 crop year over 1974 but were down from the bumper 
crops of 1973. The outlook for 1976 is uncertain, but there are 

fears that winter precipitation, mainly in the form of snow, 
may prove insufficient and agricultural production, particularly of 
wheat, may suffer. 


Reliable statistics are difficult to cite for Afghanistan but several 
indicators--balance of payments, government revenues, and inflation 
rate--are positive. A predicted balance of payments deficit for Afghan 
year 1354 (March 1975-March 1976) has failed to materialize. Restric- 
tions on the import of some consumer items, reduced world prices for 
sugar, a major import, and increased receipts from exports of natural 
gas, cotton and karakul helped reverse an anticipated gap between 
imports and exports. The Soviet Union boosted Afghanistan's short- 
term balance of payments position when in early 1975 it agreed to 
debt-servicing relief of about $135 million for the years 1975-1980. 
As a result the debt service ratio for Afghanistan dropped from 21 
percent in 1974/75 to about 13 percent in 1975/76. Government to 
government transfers in the form of loans and grants offset the 
remainder of the trade deficit with the result that Afghanistan's 
balance of payments will likely be in surplus in 1354. 


An area in which the Republican Government of Afghanistan has 

made significant progress is increasing government revenue. The 

rate of increase over the previous year reached 28 percent in 1353 
(1974/75) and a substantial increase is projected in 1354. The gover- 
nment budget for 1354 is the most ambitious yet, and, in particular, 
expenditures for development, financed from both domestic and foreign 
sources, are rapidly expanding. 


Afghanistan has only been mildly effected by inflationary pressures 
with inflation running about 7 percent in 1975 and expected to be 
about the same in 1976. This is partially due to the isolation of 
a large majority of the population from the monetized economy and 
limited dependence on imported consumer goods. International price 
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increases have also been cushioned by the substantial appreciation 
of the Afghani which maintained an average value of 57 to the dollar 
in 1975 compared to about 75 to the dollar prior to the July 1973 
coup d'etat which brought the Repbulican government into power. The 
high value of the Afghani has restrained inflation by making imports 
cheaper, but it may also have curtailed the export market for luxury 
exports such as karakul (Persian lamb) and carpets. 


Government and the Private Sector 


Despite the positive indicators listed above, Afghanistan, in the 

two and one-half years that the Republican government headed by 

Mohammad Daoud has been in power, has failed to make substantial progress 
in setting the course of the economic development of the country. 
However, Afghanistan is presently engaged in an effort to draft a 
seven-year economic development plan. The seven-year plan, being 
compiled with the assistance of Soviet, West German, and Indian advisors, 
is expected to be completed in summer 1976 and it may offer a clearer 
picture of priorities and strategies in meeting the development needs 

of the country than presently exists. 


In the meantime, the miniscule private industrial sector is in a state 
of almost total stagnation. Faced with government indecision on the 
role of the private sector and conflicting signals, most Afghan and 
foreign investors continue to reserve judgement on new investments 

in Afghanistan. Among the factors playing a role in the hesitancy 

of investors are the following: (1) The Foreign and Domestic Private 
Investment Law of 1974 requires majority (51%) Afghan investment in 
any joint venture with foreign firms. Afghan investors have not shown 
a willingness to come forward with enough capital to establish major 
new ventures; (2) duty rates sometimes discriminate against local 
industries by levying lower duty rates for finished products than 

for raw materials. Recent efforts by some sectors of the government 
to rationalize the tariff schedules have stalled, at least temporarily; 
(3) the adoption of a Money and Banking Law in July 1975 calling for 
the nationalization of the banking sector has contributed to the present 
environment of uncertainty in the private sector; (4) the rules of 

the investment game in Afghanistan are not well-defined and uniformly 
implemented. Local investors face a wide spectrum of problems in 
dealing with the government; (5) tax regulations are unclear, and 

the government's desire to increase revenue collection has given 
problems to some firms. 
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The government did approve a number of new investment proposals in 
1975. Among these is a private joint Afghan-American venture to 
process licorice root. In 1974 an Afghan-American project to process 
hides and skins was also approved and is operating successfully. 

These projects indicate that private investment projects in Afghanistan 
are feasible and that Afghan capital can be found to participate in 
joint ventures. 


Economic Development Climate Buoyed by New Assistance Offers 


The climate for economic development has improved substantially during 
the last two years with assistance offers coming from new donors, prin- 
cipally the oil producing countries. Iran has offered assistance for 
economic development which could total as much as $1.5--2 billion 

for development projects ranging from river basin development to a 

new railroad linking the country with Iran's transportation network 
and its Persian Gulf ports. Saudi Arabia has offered a total of $65 
million in low-interest loans and grants and Iraq and Kuwait have 
extended similar assistance offers. These assistance offers could 
total over $1 billion in approved projects over the next decade, a 

sum roughly equal to the total assistance Afghanistan has received 
from all sources since the beginning of large scale aid programs in 
the early 1950's. In addition, continuing assistance programs from 
traditional bilateral donors plus new development projects financed’ 
by the World Bank and Asian Development Bank add to the wealth of 
capital available to the country for its development plans. 


The critical factor in exploiting these development assistance offers 
is sufficient government resolve and manpower to plan, develop, and 
administer substantial infrastructure projects for the long-term 
economic and social development of Afghanistan. At present, the 
government has made fitful starts on some projects and begun feasibility 
studies on others. Government decisions during the last years include: 
(1) an FRG/USSR consortium has contracted to supply equipment and 
machinery for a cotton textile mill in Kandahar financed by an Iranian 
loan; (2) a contract has been signed with a French company for a route 
and engineering feasibility study of the proposed railroad: (3) a 

FRG company has contracted to construct a slaughterhouse in Herat 
financed partially by the World Bank and partially by Iran; (4) an 
American company has signed a contract to increase the storage capacity 
of Kajakai reservoir under an Asian Development Bank loan. Many other 
contracts for feasibility and engineering studies, construction, and 
equipment are pending and a number of American companies are actively 
competing. 
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Substantial Opportunities Exist but Patience and Perseverance are Required 


Prospects for U.S. exports of services and materials to Afghanistan 

are excellent for the next several years. Services required to develop 
new projects will have to be acquired from foreign firms as none of 

the new assistance donors have sufficient trained personnel to assist 
Afghanistan in using their aid offers. Afghanistan also suffers from 

a shortage of trained manpower. The reputation of American construction, 
engineering, and consulting firms is good in Afghanistan and American 
firms have a good chance of obtaining some forthcoming feasibility 
studies, construction, and supply contracts. More then $1 billion 

in new money may be spent in Afghanistan in the next decade and American 
firms have good possibilities of obtaining a substantial share of 

this total. 


To take advantage of these opportunities, American firms will have 

to exhibit infinite patience and perseverance in dealing with a sluggish, 
unresponsive, and untrained government bureauracy feeling its cautious 
way in a new development and political environment. 


On the investment side, the government has an interest in heavy industry 
(coking plant, iron and copper refining), import substitution (textiles, 
plastic, iron and steel, and fertilizer) and export promotion (cotton, 
agriculture products). The best potential for the future is probably 

in export-oriented agri-business with opportunities for developing 
industries to process and export fruits and nuts, meat, and hides 

and skins. Most industrial expansion will be done as government- 
contracted turn-key projects, providing construction opportunities 
without investment, but some projects may need to be done on a joint 
venture basis. 





TABLE I 


IMPORTS (COMMERCIAL) * 
(In U.S. Million $) 


1351 


March 1972=March 1973 


Total 96.2 
From Japan (1st) 

From India (2nd) 

From USSR (3rd) 

From Germany (FRG) (4th) 

From U. K. (5th) 


From U. S. (6th) 


*Foreign assistance financed imports not included 


1352 
March 1973-March 1974 


127.6 


31.70 


18.89 


18.25 


8.62 
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PRINCIPAL IMPORTS ( COMMER SIAL, BY COMMODITY) 
(In U.S. Million $) 
1352 (March 73=March 74) 


Item Worldwide From U.S. 


Non-Metallic Minerals (1st) $18.7 $1.4 (1st) 
Sugar (2nd) cs 

Tires, tubes (3rd) 1226 

Textiles (4th) 13:2 

Tea (5th) 

Used Clothing ‘ 1.1 (2nd) 
Tobacco Products ot (32rd) 


Transport Equipment -6 (4th) 





TABLE III 


EXPORTS 
(In U.S. Million $) 


135i: 1352 
March 1972=March 1973 March 1973=-March 1974 


Total 124.5 159.1 
To USSR (lst) 36.10 48.57 
To India (2nd) 30.40 27.24 
To U.K. (3rd) 19.90 23.30 
To Pakistan (4th) 5.30 22.98 
To Germany (FRG) (5th) 6.88 
To Switzerland (6th) 5.82 


T6o-T.S. (TEA) 
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PRINCIPAL EXPORTS (COMMERCIAL, BY COMMODITY) 
(In U.S. Million $) 
1352 (March 1973-March 1974) 


Item Worldwide 
Dried Fruit and Nuts (1st) 47.13 
Fresh Fruit (2nd) 21.90 
Natural Gas (3rd) i/ 17.99 
Karakul Skins (4th) 16.84 
Carpets (5th) 14.47 
Hides and Skins 

Medicinal Herbs 


Wool 


*Most Karakul skin exports are to the London market but skins are 
often reexported to the U.S. and other countries. 


1/ All Natural Gas exports are to the USSR, 





AFGHANISTAN'S EXTERNAL DEBT AND BALANCE OF PAYMENTS 


Total Outstanding Disbursed Loans: 1974 $727 million 
Major Creditors: 


USSR million 
U.S. million 
FRG million 
China, Peoples 

Republic of million 
IBRD million 


Debt 
Service Payments (estimated) 


1974/75 $40 million 
1975/76* 30 million 
1976/77* 31 million 
1977/78* 39 million 


*Reduction in service payments due to an agreement with the USSR 
rescheduling approximately 135 million dollars of debt. 


Ratio of debt service to Foreign Exchange Receipts (debt service ratio) 


1974/75 20.7 % 
1975/76 (est) 13.4 % 
1976/77 (est) 23.0: 2 
1977/78 (est) 14.0% 


Source: IBRD and IMF. Undisbursed portion of outstanding loans: 
$246 million 





Telephone Directory of 
Country Marketing Managers 


Commercial and economic information on most trading partners of the United 
States is available from the Bureau of International Commerce, U.S. Depart- 
ment of Commerce. 


The Bureau is organized geographically with a Country Marketing Manager 
responsible for a country or group of countries as listed below. Assistance or 
information about marketing in these countries may be obtained by dialing 
these key people directly: 202-967 plus the given extension. 


Africa Far East 
West and Central Africa 3865 Australia and New 
East and South Africa 4927 Zealand 3646 
Europe East and South Asia 5401 
France and Benelux Japan 2425 
Countries 4504 Southeast Asia 2522 
Germany and Austria 5228 Latin America 
Italy, Greece and Turkey 3944 Brazil, Argentina, 
Nordic Countries 3848 Paraguay and Uruguay 5427 
Spain, Portugal, Switzer- Mexico, Central America 
land and Yugoslavia 2795 and Panama 2314 
United Kingdom and Remainder of South 
Canada 4421 America and Caribbean 
Countries 2995 


Special units within the Department of Commerce have been created to deal 
with particular marketing situations: 


Commerce Action Group for the Near East 


North Africa 5737 
Near East 
Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, Yemen 
Arab Republic 5767 


Iran, Israel, Egypt 3752 
Bureau of East West Trade 


Eastern Europe 2645 
USSR 4655 
Peoples Republic of China 3583 
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